This paper intends to investigate the proximate explanatory factors behind the crosscountry differentials in the growth rates and the various dimensions of inequalities in the south Asian (S.A.) region since 1965 by using both the cross-country regression technique and the panel data approach . We find that in spite of the inheritance of some structural constraints as an outcome of the imperialistic exploitation and also the presence of some country specific constraining factors, most of the countries in the S.A.region have been able to achieve high rates of growth of both the real GDP and PCI especially in the 90s with slightly declining tendency in the cross-country inequalities but increasing tendency of intra-country inequalities. The cross-country and cross-time variations in the country specific factors and the cross-time variations in the effect of the investment, health and education capital are more important for the differentials in the level and the inter-temporal growth rates of per-capita income in this region. Since in most of the cases of our panel regression results it is found that the effect of the human capital more than offsets that of physical capital and further since the growth accounting exercise reveals that the contribution of Solow residual to the productivity growth has declined and that of education capital has increased in the 90s, one can plausibly conclude that the individual nation states of this region must play a crucial role through massive public investment in boosting the social sector development even under the on-going process of globalization. 
the imperial governance in managing the disastrous effect of depression, Bengal famine and partition, the countries in S.A switched over to the formulation of the strategy of nationally planned economic development with great emphasis on the acceleration of economic growth and the reduction of poverty ,inequality and the ignorance in the early 50s.As Ludden(2005) observes "The 25 years between 1950 and 1975 were the heyday of nationally planned development in S.A.Uniquely in Bangladesh, however, independence arrived only on 1971.--------..Notably in Bangladesh, but to some degree for all postcolonial regimes, national planning faced serious constraints: financial, infrastructural, administrative, political and intellectual.------During the heyday of planning, systematic inequalities in wealth and power among social groups and regions remained starkly visible in development thinking……".But the neo-liberal free market orthodoxy with development strategies emphasizing on the private sector leadership in market-driven economic growth started dominating the national development planning strategies in S.A since1980s.So while studying the cross-country differentials in the economic growth and inequality in this region one has to take into consideration of the structurally constraining factors. But the inadequacy of the comparable set of data prevents us to do so.
Further, it is also recognized that the binding constraints on economic growth of the low income countries are present amongst the countries in S.A. and these vary from country to country such that the most important of which are weak governance in case of Bangladesh; civil conflict in Nepal and Sri-Lanka, fiscal deficit in India and a fixed exchange rate in Bhutan etc. (Deverajan,2005) .Astonishingly, in spite of the presence of these factors coupled with the persistence of the historically inherited structural constraints, the countries in S.A are growing at a faster pace such that both the growth rates of GDP and the per-capita GDP have revealed remarkable increase since 80s and especially since the 90s in varying degrees. So one has to undertake an in-depth study on the trajectories behind the growth process of the countries in S.A region. Interestingly, the World Bank in its recent World Development Report (WDR) 2006 has concentrated on the analysis of the global equity and development pattern. According to this report, the evaluative judgment about whether the income inequality has been increasing or decreasing actually depends inter alia on which concept of inequality is under the microscope. The World Bank has used three concepts of inequality viz; the inter-country inequality in the distribution of unweighted country means; the inter-national inequality in the distribution of country means weighted by their respective population sizes; and the global inequality in the distribution of individual incomes. It is found that the intercountry inequality (unweighted) has been increasing steadily since 1980. But the international inequality (weighted) has been declining steadily because of tremendous economic growth in the populous countries like China and India. However, the intercountry and international inequality without China and India track each other quite closely from 1980 onward coinciding with the period of rapid growth in these two countries, the slower average growth rates in other developing countries, and the declines in measured output in Eastern Europe and former soviet Union countries (WDR,2006) .In fact, it is found by the World Bank that while the World became reacher,the income inequality -relative and absolute, international and global increased tremendously during the long period of time i.e.1820-1992.In fact, it is found that while the international inequality is falling , the intra-country inequality in income is rising and so the global inequality depends on the relative strength of these two effects. But since china and S.A are gradually catching up to world average, their equalizing effect will eventually be diminishing thereby causing international inequality to rise in future. But what is surprising is that the rising intra-country inequality has been accompanied by falling trend in the international inequality in the educational attainment and health. So how can one reconcile? Surprisingly as per UNDP assessment of countries across the regions of the world, South Asia remains one of the world poorest region with highest proportion of people (42%) living below the international poverty line 1$ a day (ppp), 42 % of undernourished people during 1998-2000; 35% of primary age children not enrolled; 41% of primary age girl not enrolled; 35% of under five death; 38% of people living without adequate sanitation etc.Moreover as per UNDP classification all the countries in S.A belong to the medium human development range of countries with six of them belonging to low-income and 3 to middle income group pf countries . Further, if we look at the cross-country growth and in equalities in its different forms across the countries in south Asia then the data tell us a varied picture. So far as the growth rate of per-capita income is concerned it is found that it ranges from -0.3% p.a for Iran Islamic republic to 4.05 p.a for Bhutan during 1975 -2003 with a very high degree of cross country differentials( coefficient of variation (C.V) being 58.6%). But if we consider the period 1990-2003 then the growth rates of some countries like India, Nepal,, Bangladesh, Iran ,Islamic rep.,Maldives are found to improve while that of others reveal declining tendency and the cross country differentials are found to decline to some extent ,C.V. being 38.47.However the cross-country inequality in growth remains very high. So an intensive probe in to the nitty gritty on the various dimensions of intra-country and cross-country inequalities in S.A so as to find out the proximate explanatory factors behind the trajectories of growth with inequality and to derive some policy implications is quint essential. Hence is our study. It is well-known that the empirical and the theoretical literature on economic growth since the advent of neo-classical growth model of Robert Solow (1956) have been concentrated on the exploration of the proximate explanatory factors responsible for the tremendous inequities in the level and growth of per-capita income and also the levels of living of the people across the countries in the world. The two broad approaches in this respect have been (i) .the behavioristic approach and (ii) the optimizing approach based on micro foundation. In fact the neo-classical Solow-model has helped engendering a new branch of growth theory known as the endogenous growth theory and a vast literature concentrating on the convergence controversy i.e. whether the poor countries are catching up the rich countries. Some of the studies by using large sample countries concluded that the convergence hypothesis holds. But some others are of the view that the diverging tendencies and sometimes the conditional convergence across the countries to hold (Solow (1956 (Solow ( , 2000 , Cass (1961) Barro (1994) etc.All these studies have used large no of sample countries and some have classified the countries according to UNDP classifications. However, there is hardly any intensive study concentrating on the cross-country differentials in the growth and inequalities in the south Asian region.
Moreover most of these studies have used inadequate proxies for human capital especially for education. Some have not considered health capital as an in important ingredient of human capital (Mankiw et al, 1992) .Further one has to take note of the serious limitation of the above studies by considering the fact that human capital is also a stock variable. So the use of gross enrolment ratio or the weighted average of the enrolment ratios across countries as proxies of education capital as is done by us also (Ghosal, 2002; 2007) is rather misleading. To remove this limitation we, in our present study have considered the number of people enrolled in the tertiary education in all disciplines across countries in S.A as proxy of education capital on the basis of the assumption that all the students enrolled in tertiary education acquire the degree and the drop-out rate in this sector is almost nonexistent. Under this backdrop we, in our paper intend to investigate the proximate explanatory factors behind the cross-country differentials in the growth rates and the various forms of inequalities in the south Asian region since 1965 by using both the cross-country regression technique and the panel data approach and the various conventional measures of inequality. This paper is structured as follows. Section II will discuss data and methodology and the model; section III presents a descriptive analysis of the various dimensions of inequality and growth; section IV makes econometric analysis of the crosscountry inequality in growth; finally section V gives concluding observation and the policy implication of our study.
II.Data and Methodology.
In our study on the cross-country and intra-country with cross time differentials in the economic growth and inequality in its various dimensions in S.A region, we have considered eight out of nine countries as the most the data on the relevant variables are not available for Afghanistan. So we have excluded Afghanistan from our study. The period that we covered in our study ranges from 1965 to 2004.The choice of the period is absolutely determined on the basis of the availability of data. Our empirical analysis is entirely based on the secondary data available from various sources like World Development Reports and World Development Indicators (various issues) of World Bank and the various issues of Human Development Reports of UNDP, the Pen World Tables 6.2 version and the reports of UNESCO. It is well recognized that the comparable set of time series data on the human resources like education and health capital and also on some of the macro economic fundamentals are not available for all the countries in S.A region. So in the cases of minor data gap for few intermediate periods we have got to use average figures in order to keep the series comparable and suitable for our quantitative analysis. However this has been done for very limited cases. In our study, we have tried to examine the various dimensions of inequalities viz; the inequality in income and its distribution, the inequality in the attainment of education and health across the countries in S.A and also within the country across time. To judge the cross-country variability in growth and inequality in its various dimensions we have used very conventional tool i.e. the coefficient of variation (C.V) on the basis of which we have tried to have some insight about the tendency of convergence and divergence. In fact since the no of countries as observation is very small, we have very small degrees of freedom and so the application of the most contemporary econometric technique for making convergence analysis becomes difficult. Now to investigate into the proximate factors responsible for the cross-country differentials in the economic growth and inequality over the period under consideration we have used the cross -country regression method by using per-capita real GDP(y) (PCRGDP) as dependent variable and investment-gdp ratios, human capital in the form of health capital (H 1 ) and education capital (H 2 ) and the effective rate of depreciation of all capital (n+g+δ) as explanatory variables, where n is the rate of growth of population, g stands for the growth rate of knowledge and δ for the depreciation of the stock physical and human capital. Like Mankiw et al (1992) we have also assumed that g and δ remain constant across countries and also across time, the value of g+δ being 0.05. We have used life expectancy at birth as a proxy of health capital and the number of persons enrolled in the tertiary education in its various disciplines as surrogate of the stock of educational capital. However it is worth mentioning that the empirical specification of the regression model actually descends from the model that we have developed by augmenting the neoclassical Solow model through the incorporation of the human capital in its two forms in to the model which will be presented latter (Ghosal, 2002; 2007) . On the other hand, to examine the cross-country and cross-time inequality in growth simultaneously in S.A region we have made panel data regression analysis by following the model developed by us, as the panel data estimate can take the cross-time and cross-country heterogeneity more explicitly into account. However, because of the non-availability of time series data, we have used five yearly panel data on all the relevant variables for the period 1965 to 2003 by choosing 8 countries out of 9 countries of S.A. The choice of the period and the sample countries is made on the basis of the availability data on all the variables. Here also we assume that the growth rates of knowledge (g) and value of depreciation of stock of capital (δ) remain constant across countries such that g+δ=0.05. Now since we are focusing on the specific set of countries in the region, our inference is restricted to the behavior of this set of countries only. In our panel data estimation we assume that the country specific effect is fixed. Now since the number of countries is very small and we have got 5yearly panel of time series data for the period from 1965 to 2004, it seems that the fixed effect model is an appropriate specification and so we use the fixed effect model such that the intercepts may vary across countries but it becomes time invariant. Moreover due to the lack full time series data on all the variables considered in our model causing smaller degrees of freedom we could not estimate the structural break and also the impact of the structural as well as the policy variables on the cross-country inequality in this region. For empirical estimation we have used the software Eviews 0.3 version.
The Model:
We actually augment the Solow model by incorporating human capital in the form of two additional variables viz., (a) health capital (H1) and (b) education capital (H 2 ) into a Cobb-Doglous production function. Unlike Mankiw et al model and other models here the stock of education capital consists of the no of persons enrolled in the tertiary education in its various disciplines. Further, the life expectancy at birth is used as a proxy of health capital and the physical capital (k) is measured in terms of the ratio of gross domestic investment to the GDP(i) of the respective countries.
We write the production function as: Here, we consider one-sector production technology with labor-augmenting technological progress and assume constant return to scale to operate in physical and human capital. In fact, we assume that (i) the availability of natural resources is not a constraint on growth and (ii) although the gain from specialization for large countries gets exhausted there is further scope of specialization in small countries. So one may say that if the new inputs are used in the same way like that of the existing inputs, then the doubling of K & H is likely to double the output. Lucas (1988) has also assumed that the returns to all reproducible capital (Human plus Physical) are constant. Now, since we consider a one-sector production technology and further since there is no standard estimate of depreciation of physical and human capital across the countries we assume that the physical and human capital depreciates at same constant rate (). We also assume that constant fractions of real GDP (i.e. s h and s e) are spent for health and educations respectively.
The transitional dynamics gives rise to the following empirical specification of the augmented Solow model in logarithmic form:
It indicates that per-capita income (PCRGDP(y=Y/L)) depends on growth of population, technical progress and accumulation of physical capital and education and health capital. All variables are in logarithmic form. We use this for both the cross-country regression analysis and our dynamic panel data analysis. In fact the cross country regression models assume the common initial state of technology and constant rate of technological progress. But one can cast doubt against the empirical results drawn on the basis of this assumption. Robert Solow (2000) has also cast doubt about the constancy of the parameters of the production function across the countries. So the dynamic panel data approach seems to be appropriate and we applied the same. Islam (1995) has also estimated the augmented Solow model by using panel data investigation with fixed effect model.
III.Various Dimensions of Cross-country Inequalities in S.A:
Income Inequality. In this section we proceed to analyse various dimensions of cross-country and intracountry inequalities inflicting the countries in the S.A.region.It is well known that countries in this region inherit some colonial history with the tremendous domination of mainly the British imperialist on their economic and social structure which has led to the persistence of some structural constraining factors causing regionalization of development vis-a-vis the inequality. We have already mentioned that because of the non availability of suitable data set on the structural constraint we could not highlight these factors in our quantitative analysis. Now the various dimensions of inequalities are concerned so far we first consider the economic inequality (i.e. the income inequality) and see what the data given in table-1 tell us. It is evident from the table that all the countries in the region excepting Iran Islam Republic achieved very high annual average growth rates of GDP during the 80s ranging from 4.0% for Srilanka to 6.3% for Pakistan. On the other hand, all the countries excepting Pakistan have experienced the increase in their growth rates of GDP during 90s.Interestingly for Srilanka, India and Iran the rates of increase are found to be very high but for Nepal and Bangladesh it is marginal. Although the cross-country inequality in the growth of GDP was found to be very high during 80s as is revealed by the value of coefficient of variation (C.V) reading the figure of 36.31%, it has declined substantially during the 90s the value of C.V being 16.11%.So what we find is the converging tendency of growth rates across the countries in the S.A region. Rep.This obviously reveals high degree of intra-country inequalities in the distribution of income to persist during the period of liberalization also. The conventional measure of intra-country in equality in the distribution of income i.e. the Gini Ratios also reveal high degree of inequality to persists in almost all the countries in S.A region, the value of which ranges from 43.0 for Iran to 36.7 for Nepal. The possible explanations behind this remarkable achievement in the higher growth rates of GDP and also the level and growth of per-capita income despite presence of structural binding constraints seem to be the operation of some country specific factors, the realization of the benefit of market through liberalization and the structural shift in the composition of GDP of the respective countries. So far as the country specific factors are concerned mention may be made of the effective and massive participation of NGOS in the development process especially the development of social sectors in Bangladesh; the tremendous increase in the remittance to Nepal due to the high rate of migration to India and West Asia; the rapid development of tourism industry in Maldives and finally, the established democracies in India, Bangladesh and Sri Lanka leading to effective policy formulation. Further, Sri Lanka and India have been able to reap the benefit of trade liberalization. Apart from these factors, the other crucial reasons behind the conspicuous achievement in the growth rates of GDP and the PCGDPacross the countries in South Asia seem to be the tremendous structural shift in the composition of GDP in favor of industry and especially to the services sector. For instance, presently in India 52% of GDP accrues out of the services sector and in the new millennium the growth rates of services sector highly dominates the growth rate of overall GDP.The Table 2 represents an overview of the structural changes in the composition of GDP and its growth rates across the countries of S.A. 
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The table-2 clearly brings out the fact that there has been a tremendous transformation in the sectoral composition of gdp of the countries in S.A.region from agriculture to industry and service sectors during 80s and 90s.In Pakistan, however the fall in the share of agriculture and industry during 90s has been complemented by the gain in the same in service sector. Surprisingly, in Bangladesh, India , Nepal and SriLanka there has been a remarkable increase in the shares of service sector in their respective GDP during 90s by 55.88;44.44,42.31and 34.88 percentage points respectively. Moreover it is astonishing to note that Bangladesh and Nepal have experienced tremendous acceleration in their shares of the industrial sector in GDP during 90s, the figures being 68.75 and 91.66 percentage points respectively. This seems to be due to the rapid expansion of garment industry in Bangladesh and the expansion of the hydroelectric sector and tourism industry in Nepal. On the other hand, the persistence of the high degree of intra-country inequality in the distribution of income might be the result of the failure of the countries in the region in especially in India to implement the strategy of participatory growth process through the state action of programme. In fact, it is argued by Amartya Sen that in China, the inequality in the distribution of income has fallen not because of the introduction of any redistributive measures but because of making the growth process participatory, which India has failed to do (Dreze and Sen, 2002) . On the other hand, a more concrete estimate of growth accounting i.e. the determination of the relative contribution of the growth of physical capital, human capital in the form of education per effective worker and the total factor productivity i.e.Solow residual on the growth of output per worker has been made by Barry Bosworth and Susan Collins (2003) for a large no of countries in the world during 1960to 2000.We reproduce the result for S.A in table-3 so that we may have the insight about the factors which are responsible for the high growth rate in productivity in the region. It follows that the annual growth rate of productivity per worker in S.A reached a climax in 80s (3.67%) which is by a decline to the figure of 2.78% in the 90s.The contribution of physical capital to this growth rate has increased from 0.56% in the 70s to1.02% in 80s and further to1.195 in the 90s and that of the growth rate of education to the total growth has also increased from 0.345in 70s to 0.425 in the 90s.However, the contribution of the average growth rate of total factor productivity to the overall growth rate which was negative (-023%) in the 70s has increased tremendously to 2.25% in 80s followed by a decline to 1.17% in 90s. Surprisingly, in this study only education has been treated as human capital barring other crucial component of human capital viz; health. So this study suffers from specification error and we, in our model have tried to take into consideration of this limitation by considering the health capital as an ingredient of human capital also. Astonishingly, this growth accounting approach clearly reveals that the contribution of the growth of Solow residual has fallen and that of physical capital and education have increased marginally in the era of liberalization which is mainly characterized by the competition of technology.
Inequality in education and health:
Inequality in social sector development across the countries in S.A.region has been conspicuous nevertheless most of the countries in the region have been able to experience rapid increase in the growth rates of both GDP and the per-capita GDP during the last two decades. What is more surprising is that despite the tendency of convergence of the growth rates of per-capita income and that of real GDP, there is a strong tendency of divergence in respect of two fundamental aspects of health viz; the infant mortality rate and the under five mortality rates which are the good indicator of the status of health across the countries. However, it is worth mentioning that all the countries in this region have been able to experience the substantial increase in the life expectancies at birth of their people. The table-4 gives a clear picture about the status of education and health. It follows that the adult literacy rate is highest (97.25) in Maldives which is followed by Sri Lanka (90.4%), Iran (77%) and India (61%) respectively. Nepal and Pakistan are at the same levels. However the cross-country differentials in this respect is not very low (C.V =33.37) and further it surprising to note that in spite of the adoption of the planned development strategies by all the countries of S.A. in the early 50s Maldives ,Sri Lanka and Iran have been able to scale further while India ,Pakistan Bangladesh and Nepal trail behind. It seems that the structural adjustment programme as a part of economic reform seems to have led to a serious set backs to the social sectors especially in India. For instance, the fiscal austerity as part of structural adjustment programme has made social expenditure as a soft target for the financial axe (Dreze and Sen, 2002) . Moreover the neglect of social opportunities in India since the inception of reform in 1991 is also a continuation of earlier distortion of public priorities. It really surprising to note that presently only 3.5% of GDP is expended on education and less than 2% on health in India, nevertheless the Kothari Commission (1966) recommended a 6% of GDP to be expended on education. In fact it seems that the reason behind the setback of social sectors lies in the political economy of economic reform. In Bangladesh, however, many aspects of education and health are left to the NGOs. Now if we accept the life expectancy at birth as a surrogate of the status of health of the respective countries then the table clearly indicates that the all the countries in the S.A region have been able to increase the same in varying degrees since 1970 and there is a tendency of cross-country convergence in this respect. However, if we look at other aspects of health status then it really surprising to note that the proportions of under weight of below 5 years are still very high in some of the countries of this region and the cross-country variability in this respect is also substantial(C.V=41.47%).Moreover ,although all the countries in this region have been able to reduce the infant mortality rate and under five mortality rates in varying degrees since 1970, the cross-country variability in respect of this achievement has been increased remarkably i.e. there has been a diverging tendency in this respect. So in spite of the increase in life expectancy of these countries one can plausibly argue that the status of health still remain in a fragile state.
IV. Econometric Analysis of Cross-country Inequality in Growth.
This section presents the results of our dynamic panel data regression analysis for the cross-country differentials in the level and growth of real per-capita income for the period 1965-2004. We have estimated various forms of panel regressions in terms of fixed effect model for the set of five yearly panel data. The logic behind the choice of this model is given in section II above. Initially we have tried to estimate the dynamics of change as per our empirical specification of the regression equation ( Equation 2) which follows from our model and then expressed each explanatory variable i.e. physical, health and education capital net of effective rate of depreciation (i.e. n+g+δ) in order to find out the net effect of each explanatory factor on the cross country as well as cross-time variations of in the level of per-capita income(PCI).Finally, we have estimated the effect of inter-temporal growth rates of each explanatory variable on the inter-temporal growth of per-capita income both across time and across countries over the period of our study so that we may have the growth effect on the cross-country differentials of growth of percapita income. Now while estimating the panel regression model and also the pooled regression model by applying GLS method, we make some assumptions about the intercept measuring the effect of country specific factors, the slope coefficients and the error term. First, we assume that the slope coefficients remain constant across countries but not across time.However, the intercepts vary both across country and time. So in this framework the variation is explained in terms of variation in intercept. The results are given in the table no I; II; III; IV.
Second, we assume that both the slope coefficients and the intercepts vary both across time and countries. The results are given in The results given in table I clearly brings out the fact that 99% of the cross-country and cross-time variation in the level of per-capita income is explained by the variations in the investment, health and education capital such that all the explanatory factors excepting the population growth are statistically significant with investment and health are very highly significant. So the results are consistent with the reality of the poorest developing region in the world. Although the low Durbin Watson statistics indicate some specification error, the high value of log likelihood indicates that the results are highly realistic. The signs of the coefficients are at the desired level excepting for investment .It seems that the contribution of human capital more than offsets that of the investment variable. So one can plausibly conclude that the cross-country and cross-time variations in the country specific factors and the cross-time variations in the effect of the explanatory factors are more important for the differentials in the level of per-capita income in this region. The table -II presents the effect of the explanatory factors net of effective rate of depreciation on the cross-country and cross time differentials in the levels of PCI.
In this case also we have the same results with a mild improvement in the explanatory power of the model such that the explanatory factors net of the effective rate of depreciation explain almost entire variability of the cross country and cross-time variation of PCI..However if we consider only the investment and population growth variables we find investment variable is highly significant and the population growth be insignificant Moreover if we consider investment variable net of effective rate depreciation it becomes highly significant with the explanatory power remaining almost same in both of the cases (See table III&IV) . Now if we allow the slope coefficients and intercept to vary both across time and across countries then all the explanatory factors together explain about 89% of the cross-country and cross time variations in the levels of PCI of this region with health, population growth being highly significant and education capital also be significant without specification error (Durbin Watson stat=2.65) (see significant for all the countries excepting Iran. Further the country specific factors produce positive impact on the variations in the levels of PCI across the countries in S.A region with a colonial background. Now so far as the results of pooled regression analysis on the cross-country and crosstime variations in the inter-temporal growth rates of per-capita income(g i) in S.A region is concerned ,we find that since we have used five yearly panel data ,the growth effect of all the variables taken together is not very remarkable as the values of adjusted R squared are very poor (See Tables VIII,IX and X below).However, the values of log likelihood and Durbin-Watson indicate very poor specification errors with results being realistic. In these results since the intercepts change across countries but not across time and the slope coefficients remain unchanged countries, the effects of country specific factors are also captured and found to produce positive impact on the cross country variation on the inter-temporal growth rates of PCI over the period of our study. It is well known that the process of policy liberalization as an outcome of globalization has indeed produced immense impact on economic growth and the distribution of its fruits both across the countries and also across the people at the intra-country level.
The countries in the South Asian (S.A.) regions are not exception to this and also not outside the purview of the on-going process of globalization and its impact. There has indeed been substantial policy reform in S.A since 1980, albeit the pace of reform has been slow but steady. Further, one should recognize the fact that all the countries in S.A region have some colonial history of British imperialism which dominated the economies in this region almost up to the middle of the 20 th century. As a fall out the countries in this region have got to face some structural constraints also.So, an intensive probe in to the nitty gritty of the various dimensions of intra-country and cross-country inequalities and differentials in economic growth in S.A is quint essential so as to capture the proximate explanatory factors behind the trajectories of growth with inequality and to derive some policy implications. Hence is our study.
It is found that all the countries in this region have been able to bring about remarkable increase in their levels of real per-capita GDP in varying degrees over the period between 1975 and 2003. Now so far as the growth rate of per-capita income is concerned it is found that it ranges from -0.3% p.a for Iran Islamic republic to 4.05 p.a for Bhutan during 1975 -2003 with a very high degree of cross country differentials( coefficient of variation (C.V) being 58.6%). But if we consider the period 1990-2003 then the growth rates of real per-capita income of some of the countries like India, Nepal,, Bangladesh, Iran Islamic rep.,Maldives are found to improve remarkably while that of others reveal declining tendency and the cross country differentials in the same which was very high (C.V.=58.2%) during 1975-03 are again found to decline to some extent during 1990-03, the C.V. being 38.47%.Now if we consider the income inequality within the countries in the region by using the ratio of relative shares of the richest 10% to poorest 10% of people in their respective GDP then the figures are found to be very high during 90s, ranging from 7.3 for India to 17.2 for Iran Islamic rep .Again if we use the ratio of shares of richest to poorest 20% then also the figures are found to be high ranging from 4.8 for Pakistan to 9.7 for Iran Islamic Rep.This obviously reveals high degree of intracountry inequalities in the distribution of income to persist during the period of liberalization also. The conventional measure of intra-country in equality in the distribution of income i.e. the Gini Ratios also reveal high degree of inequality to persists in almost all the countries in S.A region, the value of which ranges from 43.0 for Iran to 36.7 for Nepal.
The possible explanations behind this remarkable achievement in the higher growth rates of GDP and also the level and growth of per-capita income despite presence of structural binding constraints seem to be the operation of some country specific factors, the realization of the benefit of market through liberalization and the structural shift in the composition of GDP of the respective countries. In fact there has been a tremendous structural shift in the composition of GDP in favor of industry and especially to the services sector in this region. The growth accounting of S.A clearly reveals that the productivity per worker has increased tremendously in the 80s followed by a declining tendency and it is accompanied by remarkable increase in the contribution of physical capital and Solow residual. Astonishingly, this growth accounting approach also reveals that the contribution of the growth of Solow residual has fallen and that of physical capital and education have increased marginally in the era of liberalization which is mainly characterized by the competition of technology. Further the inequality in social sector development across the countries in S.A.region has been conspicuous; nevertheless most of the countries in the region have been able to experience rapid increase in the growth rates of both GDP and the per-capita GDP during the last two decades. What is more surprising is that despite the tendency of convergence of the growth rates of per-capita income and that of real GDP, there is a strong tendency of divergence in respect of two fundamental aspects of health viz; the infant mortality rate and the under five mortality rates which are the good indicator of the status of health across the countries. However, it is worth mentioning that all the countries in this region have been able to experience the substantial increase in the life expectancies at birth of their people. The results of our dynamic panel data regression analysis for the cross-country differentials in the level and growth of real per-capita income for the period reveal that about 97% to99% of the cross-country and cross-time variations in the level of per-capita income is explained by the variations in the investment, health and education capital such that all the explanatory factors excepting the population growth are statistically significant with investment and health are very highly significant. So the results are consistent with the reality of this region. Although the low Durbin Watson statistics indicate some specification error, the high value of log likelihood indicates that the results are highly realistic. Moreover from the results of the various forms of panel regression one can plausibly conclude that the cross-country and cross-time variations in the country specific factors and the cross-time variations in the effect of the explanatory factors are more important for the differentials in the level and the inter-temporal growth rates of per-capita income in this region. However if we consider only the investment and population growth variables we find investment variable is highly significant and the population growth be insignificant On the whole we find that in spite of the inheritance of some structural constraints as an outcome of the imperialistic exploitation and also the presence of some country specific constraining factors, most of the countries in the S.A.region have been able to achieve high rates of growth of both the real GDP and PCI especially in the 90s with slightly declining tendency in the cross-country inequalities but increasing tendency of intracountry inequalities. The cross-country and cross-time variations in the country specific factors and the cross-time variations in the effect of the investment, health and education capital are more important for the differentials in the level and the inter-temporal growth rates of per-capita income in this region. Since in most of the cases of our panel regression results it is found that the effect of the human capital more than offsets that of physical capital and further since the growth accounting exercise reveals that the contribution of Solow residual to the productivity growth has declined and that of education capital has increased in the 90s, one can plausibly conclude that the individual nation states of this region must play a crucial role through massive public investment in boosting the social sector development even under the on-going process of globalization.
